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OPERATING IN IAMAICA - BACKGROUND. 

1. ON MARCH 15, THE GOVERNMENT OF JAMAICA, THROUGH THE 
JAMAICA NATIONAL BAUXITE COMMISSION, OPENED DISCUSSIONS 
AND NEGOTIATIONS WITH FIVE U.S. ALUMINUM COMPANIES: ALCOA, 
KAISER, REVERE, ANACONDA, AND REYNOLDS AND THE ALUMINUM 
COMPANY OF CANADA RELATIVE TO THE FUTURE OF INVESTMENTS IN 
THE BAUXITE/ALUMINA INDUSTRY IN JAMAICA. 

2. IN PART, THIS WAS OCCASIONED BY HEAVY COSTS IMPOSED BY 
THE ENERGY CRISIS AND THE STRAINS ON THE ECONOMY CAUSED BY 
THE BLOATED INFLATION OF MANY IMPORTED PRODUCTS. 

3. THE JAMAICANS HAVE STATED THAT THEY HAD BEEN STUDYING 
THE MATTER OF THE INDUSTRY FOR ABOUT TWO YEARS. 

MID-MARCH, AT THE REQUEST OF THE GOJ, NEGOTIATIONS BEGAN 
IN JAMAICA. THIS FIRST ROUND OF NEGOTIATIONS WHICH 
ESSENTIALLY RELATED TO REVENUE ISSUES, CONTINUED UNTIL 
MAY 15. THROUGHOUT THE PERIOD THE DEPARTMENT WAS KEPT 
CLOSELY INFORMED OF DEVELOPMENTS BY THE COMPANIES AND THE 
JAMAICANS. THE USG NEVER PARTICIPATED DIRECTLY IN THE 
NEGOTIATIONS, BUT WE ENCOURAGED AND EVEN URGED ALL PARTIES 
TO MAKE EVERY EFFORT TO REACH MUTUALLY ACCEPTABLE AGREE- 
MENTS. THE NEGOTIATIONS WERE CARRIED OUT QUIETLY AND 
WITHOUT PRESS ATTENTION. 

4. JAMAICAN BAUXITE IS IMPORTANT TO THE U.S. ECONOMY. 

SINCE 67 PERCENT OF OUR BAUXITE AND 28 PERCENT OF OUR 
ALUMINA (REFINED BAUXITE) REQUIREMENTS ARE PRESENTLY SUPP- 
LIED FROM JAMAICA. MOREOVER, $473 MILLION OF THE 
ESTIMATED $660 MILLION INVESTED BY THE U.S. ALUMINUM INDUS- 
TRY IN JAMAICA IS COVERED BY OPIC INVESTMENT GUARANTEES. 
MANLEY HAS ALWAYS MAINTAINED NATIONALIZATION WAS NOT RPT 
NOT PART OF HIS POLICY. 

5. ON MAY 15. PRIME MINISTER MANLEY MADE A PUBLIC REPORT 
IN PARLIAMENT ON THE NEGOTIATIONS OUTLINING THE REQUIRE- 
MENTS WHICH "COMPELLED" JAMAICA TO SEEK A NEW ARRANGEMENT 
WITH THE COMPANIES, INDICATING THE LOGIC AND THE FIGURES 
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THE GOVERNMENT HAD USED IN ARRIVING AT ITS CONCLUSIONS AND 
NEGOTIATING POSITION, AND DESCRIBING THE THRUST OF THE 
GOVERNMENT'S POSITION, NOT ONLY IN TERMS OF REVENUES, 

BUT OTHER ISSUES AS WELL. MANLEY SAID THAT LEGISLATIVE 
STEPS WOULD BE TAKEN AS A RESULT OF FAILURE TO ACHIEVE 
A NEGOTIATED SOLUTION WITHIN THE TIME MADE AVAILABLE BY THE 
GOVERNMENT. HE SAID THAT THE COMPANIES HAD NOT BEEN ABLE 
ADEQUATELY TO SUPPORT THEIR CASE. 
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6. IN OUTLINING THE THRUST OF THE JAMAICAN THEORY IN CON- 
DUCTING THE NEGOTIATIONS, MANLEY INCLUDED: 

A) A REVENUE FORMULA BASED ON THE VALUE OF ALUMINUM 
IDENTIFIED BY SOME OBJECTIVE CRITERIA WHICH WOULD GREAT- 
LY INCREASE JAMAICA'S GROSS TAKE AND WOULD EQUALIZE 
REVENUES DERIVED FROM BAUXITE EXPORTED AND BAUXITE 
PROCESSED INTO ALUMINA IN JAMAICA. 

B) MEASURES TO BRING A FAR GREATER PROPORTION OF 

THE RESOURCES DEVOTED TO THE INDUSTRY INTO AND THROUGH 
JAMAICA TO EASE ITS BALANCE OF PAYMENTS PROBLEMS. 

C) RESUMPTION OF OWNERSHIP OF SURFACE RIGHTS OF LANDS 
CURRENTLY OWNED BY THE COMPANIES. 

D) RESUMPTION OF CONTROL OF BAUXITE RESERVES BY THE 
GOJ, "OWNERSHIP OF WHICH HAS ALWAYS BEEN LEGALLY 
VESTED IN THE GOJ.” 

E) THE ENTERING INTO EQUITY PARTICIPATION IN THE 
OWNERSHIP OF THE OPERATING COMPANIES IN JAMAICA. 

7. THE REVENUE FORMULA IS A LEVY OF 7.5 PERCENT OF THE 
REALIZED PRICE OF PRIMARY METAL RETROACTIVE TO JANUARY 1, 

1974 FOR THE 1974-75 FISCAL YEAR; AND 8.0 PERCENT AND 

8.5 PERCENT IN 1975 AND 1976 FISCAL YEARS RESPECTIVELY. 

IN ADDITION, THERE IS A J$.50 PER TON ROYALTY ON ALL 
BAUXITE MINED WHETHER DESTINED FOR EXPORT OR ALUMINA PLANTS 
IN JAMAICA. THE NET RESULT OF THIS FORMULA FOR THIS FISCAL 
YEAR PLUS THREE MONTHS RETROACTIVE TO JANUARY 1 IS APPROX- 
IMATELY J$177 MILLION, OR MORE THAN 7 TIMES CURRENT 
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REVENUES. MANLEY SAID THAT A PRODUCTION FLOOR OF 14 
MILLION TONS ANNUALLY WOULD BE ESTABLISHED AND THAT THE 
BULK OF THE REVENUES DERIVED BY THE FORMULA WOULD BE 
PLACED IN A SPECIAL CAPITAL DEVELOPMENT FUND AND WOULD NOT 
BE USED FOR CURRENT EXPENDITURES. 

8. THERE IS NO DOUBT THAT JAMAICA'S NEED FOR ADDITIONAL 
REVENUE IS GREAT, BUT THE HEAVY DEMANDS OF THE PROPOSED 
LEGISLATION, IMPOSED SO SOON AFTER THE NEGOTIATIONS 
BEGAN, SEEM PARTLY INSPIRED BY MANLEY'S FELT NEED TO BE 
SEEN IN THE "THIRD WORLD" AS A SERIOUS FIGURE. 

9. THE DEPARTMENT HAS EXPRESSED TO THE GOJ, THROUGH ITS 
CHARGE IN WASHINGTON, "DEEP DISSAPOINTMENT" THAT THE 
NEGOTIATIONS HAVE FAILED TO RESULT IN AN AGREEMENT WITH 
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THE COMPANIES. THE HOPE WAS ALSO EXPRESSED THAT IN 
IMPLEMENTING THE LEGISLATION AND IN CONTINUING ITS DISCUSS- 
IONS WITH THE COMPANIES THAT GOJ WOULD DO EVERYTHING IT 
COULD TO MINIMIZE THE UNFAVORABLE CONSEQUENCES THAT WERE 
SURE TO FLOW FROM ITS ACTION. RUSH 
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